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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


Real estate operators might well refer to the 
REAL ESTATE ACTIVITY last 10 years as the Golden Decade. Certainly 

there has never been another 10 years like it in 
the history of the United States. Beginning with 1945, it has been a decade of 
unbroken and unprecedented real estate activity, accompanied by an almost con- 
tinuous rise in selling prices. During this period an estimated 40-46 million 
nonfarm sales have been made, or an average of about 4,300,000 sales per year. 


There is little doubt that 1955 will be another year of high and prosperous 
real estate activity. The year has started off briskly, and our national activity 
index has moved to its highest point in 4 years. Its present level of 20.1 points 
above normal is 18 points above the level it occupied a year ago. The preliminary 


figure for January has been revised from 24.7 points above normal to a final fig- 
ure of 19.9. Thus we see that during February, real estate activity made only a 
small gain. During the next few months we expect that national real estate ac- 
tivity will show continued improvement. 


The recent improvement in real estate activity has been general over most of 
the country. Of all of the cities in which we gather real estate activity figures, 
95% are above their level of a year ago. In fact, 30% of them have shown such 
marked improvement that they are ahead of their late 1950 level. In other words, 
they are back to where they were before Regulation X put the damper on real 
estate credit. 


Thelast time mortgage activity was as high as it 
REAL ESTATE is now was in 1946, when real estate sales were 
MORTGAGE ACTIVITY at their feverish all-time peak. Our national 

mortgage activity index touched 179.7 (revised) 
last month, and stayed in practically the same place in February with a reading 
of 179.0. This is about 32 points, or more than 20%, ahead of the level of a year 
ago. 


There is a good chance that 1955 will be the banner year for mortgage lend- 
ing, both from the standpoint of dollar volume and number of loans. Home build- 
ing and real estate activity are both going full blast, with every prospect of main- 
taining a high level. While some tightening of funds is apparent, it is not expected 
to become serious enough to significantly affect real estate lending. At present 


113 














we tS ae 


there are signs that lenders are tightening their loan requirements, and in a good 
many areas 30-year, no-down-payment loans are no longer being made. The 
slight stiffening of terms is also reflected in a minute rise in interest rates, as 
shown by the following table. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 


Mar. ’53 


Jan. °’54 
Feb. ’54 
Mar. ’54 
Apr. ’54 
May ’54 
June ’54 
July ’54 


. 007% Aug. °54 . 082% 

Sept. 54 . 107 
et Oct. °54 5.092 
197 Nov. ’°54 063 
“473 Der. ’54 . 033 


.151 Jan. °55 . 045 
.114 Feb. ’55 . 070 
. 089 
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We are currently conducting a nationwide survey among more than 3, 500 
mortgage lenders. This survey deals with many aspects of the mortgage lending 
situation, and as soon as the results are tabulated, we will send you some of 
the more important findings. 


February home building volume of90, 000 starts 
RESIDENTIAL was the best of any February on record. Since 
CONSTRUCTION VOLUME the same sort of record was achievedin January 

(88,000), the home building industry is off and 
running toward what some observers think will be the highest annual volume in 
history. There is no doubt that a tremendous number of homes will be built this 
year. However, we believe that it is too soon to tell whether or not 1950’s record 
of 1, 396, 000 starts will be exceeded. Certainly the building industry is capable 
of putting up a record number of homes. Moreover, the 1954 Housing Act is 
liberal enough to stimulate the necessary sales. The brokers have the experience 
and skill to sell a record-breaking number of new homes. The doubtful factor is 
financing, and our guess is that financing will not be available in sufficient amounts 
to allow home building volume to establish a new record. 


One sector of the home building industry that is increasing in importance is 
prefabrication. For the most part the prefabbers are marketing a well-designed 
and well-engineered product. They have been at it now long enough to have a 
good many of the bugs worked out of their production and marketing techniques. 
Last year they produced 7.5% of all new single-family homes, or 77,000. This 
year it is estimated that their production will rise to 100, 000 units, or about 9% 
of the total new single-family homes. 


The costs of prefabs show a wide variance although most of them tend toward 
the low side. 
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The table below shows a range of from $6, 000 to $17, 500 in retail cost of 
prefabs (without lot), and a range of from $7.00 to $16. 00 per square foot. Nat- 
urally, the higher priced ones have a good many extras, sometimes including air 
conditioning. All of the prefabs in the following table are one-story and, with one 
exception, all are of frame construction. However, this table by no means shows 
all types. Several manufacturers have entered the luxury home field and are 
producing units in the $40, 000 to $45, 000 price bracket. Others are selling two- 
story homes with frame second story and stone veneer on the first. 


House Living Price Per Living Price Per 
Price Area Sq. Ft. Remarks Area Sq. Ft. Remarks 


Florida $11,000 1,008 $11.00 No bsmt.; 2 baths, Minnesota 960 $11.45 With bsmt. 
sun porch & carport Missouri 880 10. 20 With bsmt. 
Georgia 6, 500 896 7.25 No bsmt. New York 936 9.40 No bsmt. 
7, 200 865 8.32 No bsmt. . 864 10. 65 No bsmt. 
Illinois 17, 500 344 13.00 No bsmt. 980 10. No bsmt. 
Indiana 6, 800 975 7.00 No bsmt. 706 8. No bsmt. 
8, 000 895 8.95 No bsmt. 1, 221 13. No bsmt. ; 
12, 000 , 168 10.30 With bsmt.; 14 baths 2 baths & 

, 500 962 14.00 No bsmt.; carport, fireplace 
play terrace; extra Oklahoma 1,440 10. No bsemt. 
built-ins; air cond. Texas 724 8. No bsmt. 

16.00 With bsmt. & carport; Virginia 1, 112 7. No bsmt. 
brick veneer Canada 1, 000 10. With bsmt. 

11.40 No bsmt. 1,008 8. No bsmt. 
Michigar N ; 9.55 No bsmt. 1, 008 10. With bsmt. 
10. 80 With bsmt. 
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1O. NEW DWELLING UNITS 
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TREND IN SELLING PRICE CHANGES 
FOUR TYPES OF RESIDENCES 
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The revised real estate sales price index shown 
REAL ESTATE below was discussed in last month’s Trends 
SALES PRICES Bulletin. You will noticethat the changein sell- 

ing prices, although small, has been upward. 


The chances are that this trend will continue at least through the first half of 
this year. 


On the opposite page are charts comparing the trends in sales prices of four 
types of single-family residences with the composite sales price index. The first 
type is what we call “one-story modern,” and is made up almost entirely of ranch 
houses built since 1945. The second type is “two-story, good,” and is made up 
of houses built from about 1925 to1940 and currently selling in the $22, 000-$45, 000 
price range. In type three we have placed the ‘older one- and one-and-a-half- 
story” houses built from about 1915 to 1925, and selling from $10, 000-$15, 000. 
Type four is made up of “old two-story, ” most of which are from 40 to 60 years 
old and sell in a very broad price range of $8, 000-$20, 000. 


In looking at these charts remember that they are on an index basis and are 
meant to show trends and not absolute changes in sales price dollars. For exam- 
ple, the chart on the old one- and one-and-a-half-story residences shows that this 
type has risen faster and further above its 1944 level than has the composite sales 
price index. It does not mean that the average sales price on this type of prop- 
erty is higher than the average sales price on all single-family residences. 


REAL ESTATE SALES PRICE COMPARISONS 


( FEBRUARY 1955) 


With preceding 
month 


TREND IN SELLING PRICE 


With same month 
preceding year 


INDEX 1947-49=100 


1953 1954 


Probable selling price Probable selling price 
Selling price of a house that sold for Selling price of a house that sold for 
index $12, 000 in 1947-49 period Date index $12, 000 in 1947-49 period 


100.0 $12, 000 Oct. "48 104.5 $12, 540 
40.1 4,812 Mar. "52 120.9 14, 510 

¥ 119.4 14, 330 
34.1 4, 092 Cnt. "SS 


Jan. ’53 118.6 14, 230 
13.9 6, 068 May °53 117.6 14, 110 
34.8 4, 176 Oct. 53 119.7 14, 360 


44.8 5, 376 Jan. "54 120.9 14, 510 

May °54 122.6 14, 710 
Ss 4,613 Oct. ’54 122.9 14, 750 
42.8 5, 136 


Jan. '55 123.1 14, 770 
40.1 4,812 Feb. '55 123.3* 14, 795* 








*Preliminary. 
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MIGRATION TO THE CITIES STILL HIGH 


ROM 1947 through 1953 another 8 million people* migrated from the farms 
F to the cities, and the indications are that the movement will continue. By 

far the greatest part of this farm-tu-city migration is taking place in the 
South (south of the Ohio River and including Arkansas, Louisiana, Oklahoma, 
and Texas west of the Mississippi River). Since 1937, 58% of all farm-to-city 
migration has taken place in this region. 


On a national basis, 15,787,000 people have moved from the farms since 
1937. This amounts to 50.5% of the 1937 farm population. This is a population 
shift that is all to the good. Generally speaking, the more people that can be em- 
ployed in industry, the higher will be the standard of living for the nation as a 
whole. Past experience has shown that increasing farm mechanization more than 
makes up for the loss in farm manpower. 





*Throughout this article we will refer to net population movements; the same is 
true of the chart. 
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NET POPULATION MOVEMENTS BETWEEN FARMS AND CITIES 
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BALANCE BETWEEN CITIES AND FARMS 
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HUNDRED THOUSANOS OF PERSONS 



































